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March 23, 1972

Honorable Richard Helms

Director of Central Intelligence
Central Intelligence Agency
washington, D. C. 20505

Dear Dick:

Enclosed is a copy of an OMB staff paper,
prepared at the request of your staff, which
outlines for your consideration a process

to facilitate the new role of the Director
of Central Intelligence in preparing a
consolidated intelligence program budget.

We shall be happy to continue to work with
you and your staff to help make this a
successful endeavor.

Sincerely,

Director

Enclosure
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Concept Paper: TImplementing the DCI's Resource Review Role

I. Surmayy Introduction

The President's memorandum of November 5, 1971, directs
the Director of Central Intelligence (DCI) to plan and review
all intelligence activities and the allocation of all intelli-
gence resovrces. He is asked "to prepare and submit, through
oMB, a conso]wdated intelligence program budget, including
Tactical intelligence” as part of an "annual detailed review
of the needs and perforxmance of the intelligence community."

. This paper is concerned with procedural aspects relating
to implementation of these new community resource management
responsibilities, There are, in our view, three critical
fhe DCI must be able to identify significant
~  dntelligence resource iszsues for the fiscal veax under con—_"
Sideration and for future years, His ability to identify
these issues will depend both upon the extent and quality of
his participation in the intelligence community's existing
resource review forxrums, and upon his ability to cstanlish a
v (new and ‘stipplementary issues pTOFéf:D Thus we have scribed
and analyzed THe &%isting réview process within Du'ongc and
identified axeas where wa believe the DCI must make his in~
fluence feit,  Then we have ocutlined a new issues proucess do--
signed to remedy lmportant gaps in existing community-wide
review procecurc's. L@c 1d» the DCYI rust then be able to take
a position on the issues, based primarily upon his analysis
of subst ntive Jntelllconce production needs. 7This will require
the gstablishicent of an erfective mechanism within the Office
of the DCI to consider costs, particularly of. collection pro-
grams, in relation to substantive pIOGUCthH needs. CThird,
he must be able to communicate his views on these issues to
the Secretary of Defense and to the President, IRAC is a
forum in which the DCI can shaxe his views with Defense and
other interested agencies and receive their advice; the Con-
solidated Intelligence Program budget is one mechanism by
which the DCI can make his views known to the President. Both
are discussed further in this paper.

We need to make explicit two further points. First, the
description of existing community resource review procedures
necessxllly applies to past practice. 1It, of course, does not

flect the DCI's new resource responsibilities, the Assistant
P
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Secretary of Defense/Intelligencels (ASDI) new charter, nor

any other changes either may wish to make. Second, the task
set forth here is difficult. Wwe are hopeful that everyone
involved in the review of intelligence resources will approach
the task with an understanding that aspects of this paper will
need modification and adaptation as experience is gained.

II. Existing Intelligence Community Resource Review Systems

There is no single decision-making process or forum in
which all the factors beasring on U.,S. intelligence activities
- are considered in relation to resources. In addition to the
problems which result frxom the 1nbelllgﬂnce CJMJQHLLY s largely
uncoorxdinated approaches teo resource review, st of the inde~
bendent review processes suffer from a common set of deficiencies -
/ﬁnadequabe planning,ythe absence of overall p itized guidance
from producers and consumers of intelligence, V}he 1nab111ty to
appraise requirements critically in terms of cost, andYa lack
of systematic consideration of program alternatives or options.

The resourxce review processes .currently applied to U.S.
_intelligence activities vary greatly. The process within CIA ‘
" is& similaxrto that followed bv most” othex agencies and includes

the issuance of planning guldan;c, an internal progrem review,
OMB designztion of a planning number, and a detailed budgetary
submission to, and review by, OMB leading to a Presidential
decision. The process is designed to provide both a detailed
review for internal management purposes and a basis for justi-
fying the result to outside reviewers. The resource alloca-
tion process within Dzafense is more complex for several reasons.
First, 1t is geared to produce decisions on all Defense programs,
while intelligence programs represent less than 5% of Dafense's
total resources. Second, it is designed to yield recommenda-
tions to be considered by Defense management within the overall
Defense/OMB JOlnL review process, Third, it must, of necessity,
serve to ninimize internal conflicts on small issues between

all of those who are involved in any given decision, if timely
decisions are to be made at all. Fourth, while a common plan-
ning, programaing and budgetting process is theoretically applied

25X1
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A. Planning and Guidance

There is no separate and identifiable process whereby
formal planning guidance is provided for Dcfense intelligence
as a whole. The overall planning guidance which does exist
appears in the Intelligence Annex of the Joint Strategic
Objective Plan (JSOP) prepared by the Joint Chiefs of Staff,
This document is a generalized listing of broadly defined
intelligence priorities not unlike those issued by the USIB
as Priority National Intelligence Objectives orxr PNIO’s. It '
is issued originally in July, two years before the budget year,
and slightly expanded and adjusted in December. Because its
guidance is extrenely general, the utility of this document is
limited. Nevertheless, it provides the only internal planning
guidance applying to all Defense intelligence programs.

In lieu of explicit guidance on intelligence, the separate
program managexrs (e.g., the DIRNSA for the CCP) have developed
a more detailed form of planning guidance fox their purposes.
Like the JSOP, these guides usually do not take account of
financial considerations. They vary in emphasis and in quality:
.some are highly generalized.and of guestionable relevance;  sone
are hiahly specific, indicating precise actions to be taken.
None emphasizes the development of alternative solutions to
Tajor intelligénce problems or specifically call foxr issue-
oriented review of intelligence activities.

Within Defense, the planning process is now, in any case,
heavily influcnced by fiscal guidance, which is a tentative
estimate constituting both a floor and a ceiling on resouxces
for intelligence and other activities. The first action to
establish a fiscal guidance level is the updating of the Five
Yeaxr Defense Plan or FYDLP, which occurs in January, 18 months
befoxe the budget year. This updating is based upon the pro-
jection into the budget year of decisions made in the budget
review just completed, (which in turn may reflect congressional
action on the current year budget). The FYDP also reflects
decisions, possibly made up to five years previously, on ini-
tiatives to be included for the first time in the program for
the budget year. The I'YDP updating establishes a firm base
for the new budget year program, and all subsequent changes
during the remainder of the program cycle will be xeflected
against this base.

SECRET

Approved For Release 2005/03/24 : CIA-RDP82M00531R000400220005-6



SHCR &Y

Approved For Release 2005/03/24 : CIA-RDP82M0053112000400220005-6

The fiscal guidance formally issued as Defensce's Planning
and Programming Guidance Memorandum (PPGM) in mid-February is
chicfly determined by the new FYDP, but other factors are

considered., These might include major decisions on foxce levels,

implementation of new policy directions from the President,
decisions on such items as the all-volunteer Armed Froces, or
on housing ox pollution abatement criteria. .The PPGHM, which
establishes gross total for obligations, outlays, and personnel
levels covering all activities of the Military Departments and
Defense agencies, also is affected by initial Defense estimates
of next year's likely overall Defense budget level. Such con-
sidoraticns may impact on intelligence levels and be reflected -
in the total for Program III intelligence. Substantive intel~
ligence problems are rarely addressed in the PPGM but could

be treated in an appendix therecto. -

et e S ——
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This description of course applies to past practice and
reflects neither the ASD/I's new charter nor any other
changes Dr. Ilall may wish to institute.
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B. Programming
with the fiscal guidance now established by intelligence
projgram, by Service/Agency, and, in some cases, by appropria-
tion, the stage is set to conduct a proyrammatic review. The :
programming phase of the Defense review process is the pericd
during which the Secretary oxr the Deputy Secretary formally
approves changes in programs to adjust the previously approved
program, Jthe FYDP, tg the ncw fiscal guidance. This process
requires that the fiscal guidan€e totals, available until this
point onlg by program and service, be broken down into program
elenents 4/and appropriations., This involves preparation by
the Services and Defense agencies of Program Objective Memoranda
(POM's), the issuance of the Joint Forces Memorandum (JFM) by
the JC8, and, ultimately, the approval of a single Program De-
cision Memorxandum for intelligence by the Deputy Secretary.

Initial programming steps are carried out by the Services
and Agencies involved who produce the PCM's which propose
programs that can be financed within the fiscal quidance level.
However, procedures vary among the programs, In the case of
the CCP, NSA guides the development of the POM's by working with
“the Service Cryptelogic Agencies in the developmeni of a CCp
Program Objective Proposal (CCPOP) which becomes, in effect,
the DIRNSA recommended program., This program ic then converted
into Service POM's and is reviewed by DIRNSA for accuracy. DIA,
on the other hand, usually awaits the submission of the Service POM
and, then, as GDIP program manager, conducts a review. In the

| 25X1

managers adapt tnelrX prodrams to it the resources levels and
the programmatic divisions approved by their respective Ex-Coms.

The initiative which can be exercised by the program managers
is limited as already discussed by the fiscal guidance; by pres-—
sures to provide each participant in the programé/a fair share
of the available resources; by the inhexent tendency to support
continuing activities; by decisions of higher authority to pro-
vide for specific projects; by any substantive guidelines providec'?;5x1
and by natural momentum as specific projects move from R&D to
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procurement to operational status. The program managexs for

the CCP and the GDIP, after review of the POM's, recomuend

draft Program Decision Memoranda (PDM's) which tend to reflect
the recommendations of the Sexvices and Defense Agencies, within
the limits set by fiscal guidance.

The draft PDM's are then reviewed by the ASD/T to develop
a balanced Consolidated Defense Intelligence Program or CDIP
encempassing four of the five U.S. intelligence programs., This
review, of course, is limited because it is focussed only on
the GDIP and CCP and not on the two, Ex~Com programs or CIA,
Moreover, in the past, the CDIP review has generally been more
concaerned with whether the recomueondations of the program
managers are consistent with establicshed fiscal guidance than
with whethexr, when aggregated, the programs represent the most
efflcmcnt and effective blend of zesources. '

T . Budget and Budgel Hxecution :

Formal approval in August by the Deputy Secretary of
Defense of a draft PDM prepared by the ASD/I permits adjustient
of the FYDP to reflect the results of the CDIP review. ¥For the

~CCP and the GDIP, the next phase in the pronegb involves the

formal submission of budget reguests to 08D and OMB by the
Sexrvices and Defense Agencies, displayed in terms of program
elements, appropriations, and Service or Agency. These sub-
missions are expected to reflect the PDM approved by the Deputy
Secretary and thus the revised FYDP, and included such additional
details as: operational costs by expense element (i,e., per-
sonnel costs, travel, utilities/rents); equipment to bhe procured
(where costs exceed $500,000); and military construction detailed
by project. i

Although the greater detail availlable at the budget revicw
allows moxre informed decision-making, the joint review proces
carried out by 0SD and OMB is markedly constrained by the faci

'ﬁhﬂ&»ihﬂ program level has already been set. In addition, rgpher

than focussing on_an intellidence activity, its contribution to
production needs, and itis l%f&t1VQ_COSL effectivenegs, the proce

tendsTo ToCcus on dbtalls ofﬂ ange f:om present program levels."
ey

Following the -joint hearings by 0SD and OMB, O0SD/Comptroller
prepares, in conjunction with OMB, Program Budget Decisions (PBD's)
recommending decisions by the Secretary on the budget requests,
OMB at this point f£requently proposes resource alternatives on
specific issues for consideration. IFollowing the Secretary's
decisions, differences between OMB and Defense may be resolved
by joint discussion or in meetings with the President.
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In the case of the two special programs, this budget review
phase, in all its details, is subsumed by the broader Executive
Committee review mechanism. Thus these two programs are not
included within the normal 08D/0MB joint review process,

Before final decisions on the budget are reached, however,
the results of congressional action on the current year budget
should ke considered. That is, preliwminary judgments foxr the

",

budget year should be examined for consistency with congressional
decisions on the hudget fox the year in progress. The late tim-

.ing of final congressional action, howevex, oiten makes this

difficult. 1In addition, there is no reguircment within the
joint review process to reoconcile decisionson resource problems
over the two years. Last year in particular, major changes were

t made in both the current year (by Congress) and the budget year

(by 0SD) which cannot yet be related to specific activities,
substantive intelligence needs, performance and/or value.

I1Y¥. A New Review Process

In the past, the influence of the DCI on the resouxce
levels of the various. intglligence programs has been based upon
two principle factors. V(ﬁrst, he has had influence through his
voice in establishing reguirecments againstc which resources are
programmed and budge@%ed. Here nis influence has generally
varied with the specificity and precision of the reguirements.
Second, his influence has rested upon tle nature and degree of
his partigipation in the various resource review forums which

pertain to the CIA, the two-Ex-Com programs, and the CCP and
.L}}e GDlPO T TinE e R 4 TS et e mn n m e

s A

In the future, implementation of the President's directive
requires that {Pg=DCT carry ovt an annual review of the needs,
performance, and _regource reguirements of all U,S5. intelligence
prograns dncluding. but not limited to CiA, State/INR, Defense

st

Prooran ~IIT, and befense non-Program IXL ox "tactical" intelli-

dence.
, —ee
As discussed in Part 1Y, there are deficiencies associated
with the present intelligence review processes, However, imple-
mentation of the President's directive does not now necessarily
mean that existing processes nust be discoarxded. Rather, we
believe {he DCI should establish a process which can remedy these
deficiencies, but which will make use of existing mechanisms and
rocedures arﬁég“pOSSLbleﬂm;gowdgwthiaiéiigggivgly{"he will
need to SOLlCLE and receive the active copoperation of the o

T L A A
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Assistant Secretary of Defense for Intelligence and other key

Icdpants in the Deifensg.reviow proTERY, 7nd his staff must
sarticipatieadin that process both as a means TS bring the DCI's
views to bear and also as a means of access Lo information
ficcded totaryy out his responsibilities. DCT paxticipation

will be needed in the planning cycle (hefore Defense's fprmu-—
rYogram managexr f#LDIP,

and®budget review sessions,

In addition to his participation in these Defense review
forums, the DCI will need to develop an independent inter and
intra program issue study capability, in order to be able to
come to independent judgments on resource levels for the CIPB,

We envision that the resource review process as modified
to meet the DCI's needs would function in the following way.
From 18 to 12 months before the budget year, the DCI would

prepare and issue planning guidance covering all | | 25X1
Iftelligence programs a8 well as selected non{ |assets. 25X1

This . guidance, based upon the policy direction of NscicC,: the
views of intelligence producers likc Ehe DDI and DA, and USIB's
advice on requirdments and priorities, wonld generally not “spoci-
fy*ﬁol;q:jleVéls Loy each progrdWWithin the cDip bt would call
BiT"both CIA and Defense to reflect the financial impact of the = ™
DCI's views on high and liow priority collection, production, and”
other needs. Particular atténtion wotld be paid during the
devéTopment of the planning guidance to cross-program analysis,

in order to evaluate the contribution each funded activity makes
to intelligence as a whole and to determine if unwarranted cup-
lication exists, The lack of cross—-program analysis and the
related planning guidance, as discussed in Part II, is a major
gep in the existing resource review process,

In some cases the planning guidance will vield resource
issuves wnich can usefully be studied during the period when
fiscal guidance is being formulated by Defense, When this
occurs,JIRAC would meet to consider the issues involve@ gnd
the specifics of any study required such as the composition
of task forxces, etc. However, most issues which the DCI may
wish to raise about the allocation of rxesources in the community
will probably not be usefully debatablg this caxly i@ the budget
cycle and must be considered later durxring the DCI's issues pro-
cess, or during the program manager or CDIP reviews.
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After consideraticon in IRAC, we assume this planning
document would be a nmajor influence on Defense's development
of fiscal guidance during January, 18 months before the begin-
ning of the fiscal year under review. The DCI's ability to

rank thh dnd low priorxity activities, and his objectivity in
! gdjnl port within IRAC on his program guidance and any
: ated 13¢uc studies will enchance his impact on the fiscal
1§ guldance, and thus on the first phase of the Defense decision

ji process,

e

After the fornal issuance of p]ann1rg guidance by the
'DCI, he should take the initiative in developing intexr and
tra program issues for furtth study. Other IRAC menbers
of course free Lo raise issues for consideration. We en-
vision that IRAC would meet before the reviews conducted by

the program managexs for the GDIP, ccp, |

25X1 - | consider these issues and by whom they should
be studied -~ whether by an IRAC working group, by a program
manager grxoup or USIB subcommittee, a special ad-~hoc committee,
or whomever., In.gach case, howeveyr, the DCI would take the

g‘for SLEtudy.  Possible issues this year mlaht include exami-
} i nation of how the Government can best orgapnize to process
oy . . » . )
%b _iglmagery data available from emerging collection systems.
H

A During the program reviews, the DCI would work as he

. has in the pugt to identify any additional issues which can
be resolved within individual review sessions or which he can

raise with the ASD/I during the cub equent CDIP review, DCI
staff woul@ ake ansactlvp . . le in the identification’
and qngljgls ; SUeS DCT preferr8d 8BEions would be -
al*ornataveo in program decision documents. Ie
would also monitor act:ion on the plannlng guidance and on
issue studies assigned by IRAC. In particular, the DCI nust
ensure that each program is responsive to the management im-
provement goals of the President including the most efficient
usc of resources in the collection of intelligence information,
the elimination of inefficient, unnecessary or outmoded acltivi-
ties, and improvenent in the quality, scope, and timeliness of
intelligence information. It is probable that, to carry out
these responsibilities effectively, the DCI will nced to seek
information which in the past has not normally been available
in these revicws.

The next step in the Defense resource review process is
the CDIP review. Another meeting of IRAC will be lequlred,at
«Lliis point Lo consider the status and results of the issue
ytudy process and to insure that the DCI's views on issues are

hﬂQﬂﬂWLQmQ;lMLRaQ”parthlpqnubo Such a meeting should precede
agkion by the Deputy Secretary on the draft PDM's which result
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from the CDIP review. Dux cing fhe CHIP, the Dg;wwquld worlk
with the ASD/I to incoxfO¥atie the resulls of issue studies

“q”C“G to vmthln IRAC and to monitor action on. oLher issues
on use in developing his Cons oljdatﬂd in LOJl\ ence Program
Buggéﬁ to be submitted to OMB for the Preglucnt; ' :

Following these steps, the DCI should be able to prepare
major portions of the Consolidated Intelligence Program Budget
fox subnission to CHMB for-the.pQresident. In the f%rbtdﬁnﬂtqnuc,

. the CfDBAcoyﬁgggggggr'wgtafemons of the Ddf*& ZLews on resouxce
‘§( Jevels for the various o Tty nrograms, as determined by hisg
- independent issue study and by his part1c1patwon in the Detfense
(} ,Iﬁfﬁ CIA review piocesses, aiter specifying and ordering objec-

ontain an analysis of how recommenged
_Jlevels q?e,xelauud to those objectives, For example,
it is believed that more coveraqp of the Moscow arez would
lead to a better understanding of the Soviat strategic threat,
then the recommendations fox funding level and mix as between
collection programs or within a specific program would relate
to that objective. Or, if more analysts arxe necded to take
advantage of new high value sources of data, then that need
9fnd its associated costs should be articulated in the CIPB.
§ghgnd the CIPB should serve as a record of the DCI's impact
oil the resource rLVLLWME:EECuo. That ig, mnould explain
i thc plannlna Broce°s,
”H?ﬁYTTy 1soues»osam%gqgwby luring the programaing
Ehdoo, discuss 1ssues and problems cqn51ocroJ in.the CDIP

Tiscal guidance lévels wnic

review, and 1dﬁntL£y any issues still outstanding.’ In addition,
it should contain analysis Of possible furthex changes, either
up or down, Or cons Oizmatmns which might prove necessary as

a result of fiscal guicance ~changes resulting from possible
©ongressional adjustments to fhe current year budget. vﬁhlku,

“*The CIPB should include an analysis Of progress toward the
managemnent inprovement goals of the President and toward improve-
nent off the guality, scope and timeliness of the intelligence
production effort during the preceding year.

4

While there are numerous ways to present resource data in
the CIPB, the President based his @geceorganization ptoposals on
two principal areas of concexn: y{im nped to improve anal
and pr auculon, and the need_to seek savings in t ’
. _og+$¥1t10%n Tor these and. ouher Tonsons we believe
the CIPB to be submitted in 1972 should be organized around
functional program categories, the two most important of which
axe production and collection. The CIPB must, at a minhimum,
permit discussion of issues within these two categories. Addi-
tional categories will be used o subsume tho e costs which
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cannot legitimately be included within either production and
collection. Vvjighin these cajegories, resource data should be
' WLhe basis of antelligence targets, i.c., soviet

resented on fthe basi ) SO
guohsive systems, Chinesc ground forces, so as Lo permil casy

and comprehbensive examimation of all assets rclating to given
Amtelligence problems.

oD A e B TR

In addition, there will need to be a satisfactory bridge
between the data as presented in the CIPR and existing appro-
priation accounts, particularly those used by Defense. In this
connection, it is important that the cost of any given physical.
Facility ox organizational unit is allocated in thne CIPB where

possible to only one cdategorv: e.qg., collection or oroduction

even if the facility in qguestion makes a contribution to wore
than one category. Also, in order to minimize division of the
costs of organizational entities into numerous arbitrary slices
we believe that the costs of a given facility should be alloca-
ted when possible to only one intelligence target within a
program category.

The IRAC issue resolution meeting and formal approval of
a Defense PDM will provide the outlines of a CIPB in program-—
matic terms. Final production by the DCI of the CIPR will,
howevexr, need to wait until approximately Octobexr 1 when the
Defense Acency and Sexvice budoob submlssions baecome available.
Although these documents will supply the budgetaxy basis for
the CIPB, DCI staff should be involved as participants in the
0SD/OMB joint review. This will enable them to express the ‘
DCIi's views, prioxr to the Deputy Secretary's decisions on { \
pending PBD's, on those issues which have not previously been && \X
discussed in IRAC. It will also insure their involvemont in p ys b
last minute adjustments resulting from congressional action
on the current year budget or from Executive Branch decisionsd

Following submission of the CIPB and completion of the
joint review, OMB will preparc review materials for considera-
tion by the President. The President's decisions will then be
transmitted to Defense, CIA, and State as appropriate for in-
corporation into the on-going budget process.

After all decisions on the budget, beginning in January,
the DCI will need to coordinate preparation of materials re-
quired foxr a joint DCI/Defense/CIA presentation to the Ccongress
of the President's intelligence budget. Based upon the Congress'
requests to the DCI this year, we anticipate that this will
require a statement by the DCI incorporating many of the points
regarding his stewardship which he has already discussed in the
CI?P2., He will need the support of the Assistant Secretary of
Defense/Intelligence in this presentation. The program managers
will, of course, be responsible for presentation of the details
ol theix respective programs. During congressional consideration
of the intelligence bhudget, the DCI should participate actively
in all discussions relating to community-wide aspects.
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